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R  EPORT. 


To  the  Chamber  of  Commerce  : 

Your  Committee  has  to  report  that  the  Sinking  Fund  Bill  has 
been  passed  by  the  Legislature  and  signed  by  the  Mayor  and 
Governor. 

It  will  be  remembered  that  this  Bill  was  proposed  by  the  City 
authorities,  was  approved  by  this  Chamber,  that  it  will  save  the 
City  unnecessary  contributions  to  the  Sinking  Fund  to  the  extent  of 
from  eight  to  ten  millions  of  dollars  a  year,  and  that  this  saving 
will  be  reflected  in  the  tax  levies  of  the  next  twenty-five  years, 

Also,  that  the  Bill  to  make  separate  assessments  of  land  and  of 
the  improvements  thereupon  proposed  by  this  Committee  and 
approved  by  the  Chamber  has  been  passed  by  the  Senate.  It  is  not 
opposed  apparently  by  any  interest,  but  it  is  not  certain  that  it  will 
become  law,  owing  to  changes  that  must  be  made  in  it  in  con- 
sequence of  changed  dates  for  making  assessments  proposed  in 
a  Bill  introduced  at  the  instance  of  Comptroller  GROUT. 

Since  the  last  meeting  of  the  Chamber  a  Bill  for  taxing  mort- 
gages has  been  introduced.  At  the  moment  of  the  preparation  of 
this  report  the  fate  of  this  Bill  is  uncertain. 

It  is  unnecessary  for  your  Committee  to  re-state  the  economic 
objections  to  such  legislation.  The  Chamber,  so  long  ago  as  1870, 
put  itself  on  record  as  opposed  to  the  taxation  of  mortgages.  It 
has  repeated  its  opposition  several  times  in  the  last  few  years.  On 
no  occasion  when  the  subject  has  been  passed  upon  here  has 
there  been  raised  any  voice  in  favor  of  the  taxation  of  mortgages. 

The  Bill  now  before  the  Legislature  covers  about  forty  printed 
pages.  This  fact  indicates  how  difficult  it  is  to  frame  a  measure 
that  may  be  expected  to  cover  all  the  points  involved.  It  indicates 
also  how  difficult  it  will  be  for  lenders  and  borrowers  to  ascertain 
their  obligations  under  the  law  and  to  perform  them. 

Your  Committee  believes  that  if  enacted  into  law  this  Bill  will 
disturb  the  relations  between  lenders  and  borrowers,  make  more 
difficult  the  procuring  of  mortgage  loans  and  the  execution  of 
necessary  legal  instruments,  and  will  weaken  the  security  of  loans 
actually  made. 

All  this  part  of  the  subject  your  Committee  passes  over  without 
further  comment  in  order  to  present  another  and  very  serious 
phase  of  the  proposed  legislation. 


The  Bill  provides  that  one-half  the  revenue  derived  from  mort- 
gage taxation  shall  go  to  the  State  and  one-half  to  the  political 
divisions.  Such  division  of  revenue  between  this  City  and  the 
State  would,  in  the  opinion  of  your  Committee,  work  great 
injustice  to  the  City. 

This  Committee,  in  its  report  on  local  option  and  apportionment 
submitted  to  the  Chamber  two  years  ago,  dwelt  with  much  insist- 
ence upon  the  proposition  that  the  old  balance  of  taxation  between 
the  State  and  the  political  divisions  was  likely  to  be  destroyed  as  a 
result  of  the  disposition  of  the  Legislature  to  seize  some  of  the 
best  subjects  of  taxation  for  the  State  to  the  more  or  less  complete 
exclusion  of  the  interests  of  the  localities.  This  disposition  has 
been  emphasized  since  the  date  of  that  report. 

The  traditional  policy  of  the  State  comes  down  from  Colonial 
times.  Under  it  all  property,  real  and  personal,  was  to  be  assessed 
by  local  assessors,  and  was  subject  to  levies  rated  to  meet  local 
needs  and  the  needs  of  the  State,  the  State  receiving  its  portion 
from  the  local  treasuries.  All  levies  were  made  locally.  Under 
this  system  a  balance  of  taxation  was  maintained  between 
individual  interests,  between  the  political  divisions,  and  between 
the  political  divisions  and  the  State. 

This  system  is  known  as  direct  taxation.  Its  formal  enactment 
in  law  is  known  as  the  General  Property  Tax  Law. 

The  new  system  is  called  indirect  taxation.  Under  it  the  Legis- 
lature may  tax  any  subject  of  taxation,  and  may  take  any  or  all  of 
the  revenue  for  the  State.  Under  the  excise  law  the  State  has 
heretofore  taken  one-third  of  the  revenue.  It  is  now  to  take  one- 
half.  It  takes  all  the  revenue  from  trust  companies  and  savings 
banks.  Under  the  mortgage  Bill  it  proposes  to  take  one  half  of 
the  revenue.  And  in  each  case  the  political  divisions  are  deprived 
of  any  right  to  levy  further  taxes  excepting  on  the  real  estate 
owned. 

This  method  of  taxation  takes  no  note  of  the  fact  that  the  local 
divisions  require,  in  round  figures,  ten  dollars  for  local  purposes  to 
one  dollar  that  the  State  needs  for  its  purposes.  It  sets  the 
pyramid  of  taxation,  so  to  speak,  on  its  apex  instead  of  leaving  it 
to  stand  upon  its  natural  base. 

Its  workings  as  respects  our  City  may  be  stated  as  follows  : 

The  City  needs  for  its  expenses,  say,  $100,000,000  a  year.  The 
State  needs,  say,  $24}000,000.  The  City  has  less  than  one-half  the 
population  of  the  State.  In  the  case  of  excise  taxes  population  may 
be  a  right  basis  for  a  division.  The  State  then,  if  it  is  to  get  a  fan- 
share,  would  take  such  part  of  the  tax  collected  in  New- York  as  is 
represented  by  the  proportion  that  $100,000,000  bears  to  $  100,000,000 
plus  the  one-half  of  $24,000,000.  In  other  words,  the  City  should 
have  100  parts  of  112  parts  collected,  and  the  State  12  parts  of 
each  112  parts  collected.  This  would  give  the  State  approximately 
one  part  in  nine  and  the  City  eight  parts  in  nine. 

If  the  mortgage  tax  is  considered  the  division  should  run  per- 


haps  with  assessed  values.  About  66  per  cent,  of  the  assessed 
values  of  the  State  are  in  New- York  City.  On  this  basis  the  pro- 
portion that  the  State  might  claim  would  be  100  parts  for  the  City 
out  of  a  total  of  1J6  parts.  This  is  about  one-seventh  to  the  State 
and  six-sevenths  to  the  City. 

As  a  matter  of  fact  these  proportions  take  no  account  of  the  fact 
that  the  cities  are  already  paying  a  great  deal  in  the  way  of  indirect 
taxation.  If  this  should  be  considered  the  proportion  that  the 
State  might  properly  call  for,  both  from  the  excise  and  mortgage 
tax,  would  be  largely  reduced. 

It  has  been  claimed  that  the  State  has  the  right  to  take  what  it 
chooses  as  respects  corporations  because  their  franchises  are  granted 
by  the  State.  That  this  doctrine  has  a  measure  of  truth,  in  the 
case  of  corporations,  is  admitted.  But  the  franchise  of  a  corpora- 
tion is  one  thing  and  the  property  of  a  corporation,  real  and  per- 
sonal, is  another  thing.  If  it  is  claimed  that  the  taxing  of  a  fran- 
chise may  go  to  the  extent  of  taxing  all  its  property  for  the  State 
it  must  be  said  that  nothing  could  be  more  subversive  of  a  right 
idea  of  franchise  taxation  or  more  destructive  to  local  tax  interests 
and  local  government  needs. 

But  neither  mortgages  nor  excise  licenses  are  franchises  in  any 
right  sense.  The  one  is  private  personal  property,  the  other  is  a 
matter  properly  belonging  to  local  municipal  government.  The 
revenues  to  be  derived  from  either  ought  to  belong,  in  the  case  of 
mortgages,  to  the  local  division  and  the  State"  in  right  proportion  ; 
in  the  case  of  licenses  to  the  local  municipality  alone. 

In  the  case  of  mortgages  the  position  thus  taken  has  the  sanction 
of  the  traditional  policy  of  the  State.  In  the  case  of  the  excise  tax 
the  position  taken  has  an  equal  defense  in  the  traditional  policy  of 
the  State.  And  both  positions  are  founded  in  reason. 

The  excise  proposition  is  clouded  by  the  disfavored  character  of 
the  interest  involved.  Recent  legislation  has  proceeded  on  the 
assumption  that  the  State  can  better  control  liquor  selling  and  that 
the  right  of  the  State  to  share  the  revenue  follows  the  fact  that  it 
controls  it.  But  nothing  is  further  from  the  truth.  It  is  the  .local 
police  who  watch  the  saloons.  The  State  makes  only  a  shadow  of 
a  pretense  of  watching  licensed  places.  It  makes  no  pretense  at  all 
of  watching  the  sale  of  liquors  at  unauthorized  places. 

It  will  be  understood  that  the  arguments  advanced  in  this  report 
do  not  go  to  the  right  of  the  State  to  levy  any  indirect  taxes.  They 
do  riot  go  to  the  economic  questions  involved  in  mortgage  taxation. 
They  do  not  go  to  the  moral  or  administrative  questions  involved 
in  high  licenses  or  low  licenses.  They  do  not  go  to  the  question  of 
what  franchise  taxes  should  be.  The  immediate  purpose  is  to  show 
that  the  State  ought  not  to  take,  as  respects  mortgage  taxes  or 
license  fees,  one  third  or  one-half  the  revenue.  The  other  points 
raised  are  incidental  only  and  are  made  merely  to  clear  the  argument 
from  extraneous  issues. 

The  whole  issue  may  be  stated  in  a  different  way.     Our  localities, 


true  to  American  traditions,  favor  home  rule.  The  laws  of  the 
State  favor  home  rule.  The  counties,  towns  and  cities  have  home 
rule,  in  large  measure.  All  political  parties  assume  to  favor  home 
rule.  The  local  political  divisions  at  large  have  rights  that  the 
State  respects  more  or  less  perfectly  in  all  legislation.  The  cities 
have  rights  that  are  respected  in  the  making  of  charters.  But  home 
rule  cannot  be  satisfied  with  the  acknowledgment  of  minor  rights 
only.  Home  rule  demands  for  the  political  divisions  and  for  muni- 
cipalities the  reasonable  control  of  all  local  expenses  and  equally 
cannot  be  satisfied  if  they  are  put  out  of  position  to  conserve  their 
own  revenues.  It  cannot  be  satisfied  if  their  revenues  are  diverted 
for  use  elsewhere.  It  has  a  right  to  urge  that  a  fair  balance  of 
taxation  shall  be  maintained  both  as  between  individuals,  between 
the  political  divisions  and  between  these  and  the  State.  Intelligent 
public  sentiment  well  directed  will  make  compliance  with  its  fair 
demands  a  thing  that  may  be  hoped  for. 

Your  Committee  does  not  wish  it  to  be  supposed  that  the  views 
herein  expressed  are  now  for  the  first  time  brought  by  it  before 
this  Chamber.  The  Bill  for  local  option  and  apportionment,  ap- 
proved by  the  Chamber  two  years  ago,  was  based  on  these  views. 
The  Committee  foresaw  then  what  was  coming  in  this  matter  and 
tried  to  forestall  the  danger.  The  Committee  told  you  its  object 
and  you  approved  its  proposals  with  knowledge.  If  it  has  not  since 
pressed  its  proposals  upon  your  attention  it  has  been  because  the 
progress  of  events  made  the  time  inopportune  to  hope  for  action  at 
Albany.  It  may  be  true  now  that  the  progress  of  events  is  hasten- 
ing the  time  when  the  people  of  the  City  and  State  will  feel 
obliged  to  study  the  plan  proposed  and  to  advocate  it  with  irresisti- 
ble force. 

The  proposal  of  your  Committee,  briefly  stated,  was  that  the 
several  political  divisions  should  be  given  a  somewhat  broader  con- 
trol of  tax  levies  and  that  the  several  political  divisions  should 
share  ratably  to  their  own  expenditures  in  maintaining  the  treasury 
of  the  State. 

This  plan  would  have  forestalled  the  tendency  of  the  State  to 
create  indirect  sources  of  revenue.  It  would  have  called  a  halt  to 
the  tendency  in  legislation  under  which  the  rural  sections  of  the 
State  are  paying  little  or  nothing  to  the  State.  It  would  have  fore- 
stalled the  tendency  to  burden  the  State  treasury  with  expenditures 
more  or  less  local.  It  would  have  forestalled  the  disposition  of  the 
Legislature  to  enter  upon  great  public  expenditures  without  count- 
ing the  cost.  It  would  leave  the  public  mind  at  rest  as  respects 
"  new  and  unusual "  taxation.  It  would  keep  taxation  out  of  politics. 
It  would  make  for  order  and  regularity  in  all  ways  It  would  stimu- 
late local  civic  pride  and  local  interest  in  municipal  matters.  It 
would  create  a  bulwark  against  unnecessary  legislative  interference 
in  local  matters.  It  would  give  our  imperial  City  a  degree  of  the 
independence  that  it  must  secure  if  the  disposition  to  serve  it  and 
do  well  for  it  is  to  be  generated  and  kept  alive  among  our  people. 


Your  Committee  asks  the  Chamber  to  adopt  the  following  resolu- 
tions : 

Resolved,  That  this  Chamber  adheres  to  its  long  expressed  con- 
viction that  the  taxation  of  mortgages  is  wrong  from  an  economic 
point  of  view. 

Resolved,  That  as  respects  the  proposed  distribution  of  the 
revenue  sought  to  be  secured  from  mortgage  taxation,  a  right  bal- 
ance between  the  State  and  the  political  divisions  should  be  main- 
tained. 

Resolved,  That  as  respects  excise  taxes  the  same  proposition 
should  be  kept  in  mind  by  the  Legislature. 

Resolved,  That  this  report  and  resolutions  be  printed  for  the  use 
of  members  and  for  transmission  to  the  Governor  and  to  the  several 
members  of  the  Legislature. 

All  of  which  is  respectfully  submitted. 
(Signed,)         GEORGE  F.  SEWAKU,  Chairman,  ^\ 

CHARLES  S.  FAIRCHILD,  Of  th*  Committee 

ALEXANDER  E.  ORR,  >  on  state  and  Muni- 

CLARENCE  H.  KELSEY, 
FRANK  H.  SCOTT,  J 

NEW- YORK,  March  30,  1903. 
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